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Directors’ Report to the Shareholders 


FINANCIAL REVIEW: 

Your Directors are pleased to submit herewith the comparative consolidated financial statements of 
the Company as at December 31, 1965. 

Consolidated net income for the year of $782,839 is recorded compared to a loss of $168,323 for the 
previous year. Consolidated earnings from operations before nonrecurring items in 1965 is $333,356. 
Depreciation of $518,730 was charged in 1965 and $416,142 was recorded the previous year. 

A significant reduction was made in the Company’s claims receivable during 1965 with the satisfactory 
settlement of two of the major claims. Further progress in achieving settlement of the remaining claims is 
anticipated in 1966. 

The value of work completed in 1965 increased 70% over 1964 volume to $44,175,256. 

Capital expenditures for construction plant and equipment during the year totalled $926,000 
compared to $595,000 in 1964. 


OPERATIONS REVIEW: 

This year marked a major turning point in the affairs of INsprration Limirep. Increased volume 
and greater diversification of activities have contributed to Inspiration’s current position as one of Canada’s 
largest construction organizations. Increased volume alone, however, has not been the goal of management 
but rather, higher profits through more selective bidding practices and increased on-site productivity. 

Six of the nine major Divisions, namely: Mining Services, Construction (Power and Heavy Construc- 
tion operations), Montreal, Toronto and Winnipeg Utilities and G. M. Gest, Electrical, all showed substantial 
profits over previous years. 


Mining Services Division 
This division experienced its most successful year in diamond drilling and foundation tie-back 
operations, in spite of difficulties in obtaining skilled personnel for its expanded activities. As well as con- 
tinuing operations in the United Kingdom, this division moved into Central America and the United States. 
Manufacturing facilities at North Bay were expanded during the year to keep pace with the growth in 
demand for the Company’s mining industry products. 


Construction Division 
This division expanded its power operations through a major personnel training program and en- 
largement of its Hydro Distribution Line Truck Fleet. A major contract is now under way for one of 
Canada’s largest thermo power plants. Heavy construction was confined mainly to the successful completion 
of a wharf extension in Montreal Harbour. 


Utility Divisions 
The three Utility Divisions, Montreal, Toronto and Winnipeg, successfully met increased competition 
by expanding operations to production type utility contracts as opposed to the general maintenance type 
work relied upon in the past. 


This productivity improvement contributed to increased earnings, as did expanded volume of work 
extending from Newfoundland into the Prairie Provinces. 


Electrical Division 


The volume of work greatly increased this year, particularly in the building field in Montreal. Opera- 
tions were extended from the Eastern Canadian market with the opening of a Calgary office. 


Mechanical Division 


This division again suffered a loss in 1965, mainly attributable to a financially unsuccessful contract 
for a large atomic energy plant started in 1964. The opening of a Calgary office and the strengthening 
of management and engineering staff have resulted in an increased volume of profitable work for carry 
forward into 1966. 


Building Division 
This newly formed division became very active only during the latter half of the year and entered 
1966 with a substantial volume of uncompleted work. Major projects completed during the year include: 


McGill University Centre, Montreal; Mackay Centre for Deaf and Crippled Children, Montreal; 
Montreal Trust Tower, Toronto; Toronto Transportation Commission Service Centre, Toronto; 
Eaton’s Fairview Centre, Pointe Claire; Automatic Electric Plant, Brockville. 


Quarry Division 
Carriére Du Pont Ltée in Quebec City greatly reduced its loss this year and succeeded in improving 
both productive capacity and efficiency. 


ACQUISITIONS: 


In May, 1965 the Company acquired Douglas Bremner Contractors & Builders Ltd. and its wholly- 
owned subsidiary, Terrebonne Construction Inc. The Bremner organization has been active in the building 
construction field since 1917. 


In mid-November, Maine Diamond Drilling Corp., a company incorporated under the laws of the 
State of Maine, was purchased in order to expand the diamond drilling operations of the Mining Services 
Division into the United States. 


These acquisitions which further diversify the Company’s operations, should contribute significantly 
to the future success of the Company. 


MANAGEMENT CHANGES: 


During the year under review, there were further important changes in the officers and senior 
personnel of the Company which reflected in part, the policy of re-organization of operations on the basis of 
strong, autonomous divisions. 


In April, Mr. W. F. Dawson, P. Eng., previously President of Douglas Bremner Contractors & 
Builders Ltd., was elected President, succeeding Mr. John Yarnell who remains a Director and Chairman of 
the Board. Mr. J. A. Burke, P. Eng., became Vice-President, Construction, responsible for the Heavy and 
Power Const) uction Divisions. Mr. H. T. Herbert was named Manager of the Building Division. Mr. R. L. 
Ferguson was appointed General Manager of the Electrical and Mechanical operations. Mr. J. E. Preece, 
P. Eng., became Manager of the Mechanical Division. Mr. George W. Rutledge, Assistant Vice-President, 
Power Corporation of Canada Ltd., was appointed to the Board of Directors. 


OUTLOOK: 


The volume of uncompleted work on hand at December 31, 1965 was a record high of $28,000,000; 
an increase of some 50% over the previous year. The total anticipated volume for 1966 is $60,000,000 as 
compared to completed operations of $44,175,256 in 1965. 


1966 will be a difficult year for the construction industry. Although estimated profit margins have 
improved from the depressed levels of recent years, increasing labour and material costs, coupled with a 
severe shortage of trained personnel, represent a continuing challenge to management. 


The Directors wish to record their sincere thanks to the Officers and employees whose loyalty and 
service during the year have been in such large measure responsible for the progress we have made. 


On behalf of the Board of Directors, ( ; Leer ; 
, Chairman. 


, President. 


April 14, 1966. 


INSPIRATION LIMITED and its subsidiary companies 


Consolidated Balance Sheet 


Current 


Accounts receivable under contracts including unbilled work 

in progress of $690,508 (1964 — $1,287,093) 
Income taxes'recoverablevsa.oa.n50 4. to ee oer eee 
Claims recetyablecy.2. 3.43 oo ee ee ee 
Inventory of materials and supplies at the lower of cost or 


ASSETS 


realizable: values eee ee eee 


Prepaid ‘expetses., 4) oye oe ee eee 


Other 


Interest in mining ventures and other investments — at cost 


less amounts written off 


Income taxes paid and under appeal (note 2) 
Deferred pension costs (note 3) 


Fixed assets (note 4) 


Property and equipments een eee ee 


Accumulated depreciation 


Excess of stated value of shares issued over equity of subsidiaries 
at date of acquisition and goodwill of $85,029 


Approved on behalf of the B 


oard 


Left! , Director 


y 


, Director 


December 31, 1965 


$ 8 8©6.24,423 


12,237,963 
6,154 
574,208 


1,185,874 


184,071 
119,432 
322,000 


9,824,997 
4,686,603 


$14,122,442 


625,503 


5,138,394 


441,339 


Comparative 
1964 


$ - 7,557 


7,096,846 
69,225 
1,089,507 


960,233 
59,493 


9,282,861 


184,071 
119,432 


303,503 


9,124,515 
4,394,075 


4,730,440 


102,611 


$20,327,678 


$14,419,415 


LIABILITIES 


Current 


Bank indebtedness — secured 


Accounts payable and accrued liabilities 


Current portion of term liabilities 


Term liabilities 


Balance of purchase price of shares of subsidiary company — 
Hratepavinren tcuegin 197 Owe, cmt hay, Bact Boss ws ae 


Mortgages — repayable by annual instalments maturing in 


614% debentures — due January 2, 1968 convertible at any 
time prior to maturity at the option of the holders, into 
PIMPOUO LEONE DAIC SHATCS, .... 02%... yn Oe ee he ts 


SHAREHOLDERS’ 


Capital stock (note 5) 


Authorized — 5,000,000 shares without nominal or par value 


Issued and 
fully paid — 2,632,000 shares (1964 — 2,572,000 shares).. 


Deficit — per statement attached.................-+...085 


$ 4,700,265 
8,135,161 


90,000 


105,842 


195,842 
45,353 


EQUITY 


$ 7,836,000 
1,539,590 


12,880,779 


150,489 


1,000,000 


Comparative 
1964 


$ 4,625,989 
3,055,958 
69,711 


7,751,658 


50,000 


109,460 


159,460 
69,711 


1,000,000 


$14,031,268 


$ 6,296,410 


$ 8,841,407 


$ 7,716,000 
2,137,992 


5,578,008 


$20,327,678 


$14,419,415 


INSPIRATION LIMITED and its subsidiary companies 


Consolidated Statement of Deficit 
Year ended December 31, 1965 


Comparative 
1964 
Balance December $f, 11964 (note 752... 4am ai eee ee $ 2,137,992 $ 1,400,163 
Appraisal surplus applicable to fixed asset disposals written off during year. 184,437 355,339 
Adjustment arising from conversion to service life method of depreciating 
KER HSSCES 6 elo od wou 0 CREE Ro Bw eb tceee as ete aie ee -— 214,167 


2,322,429 1,969,669 
Consolidated netiearnines: (loss) forsyear.. 12. se eee 782,839 (168,323) 


Balance December.3 1965.5. 05> «2 aciee Ao oe ae ee re ee ee $ 1,539,590 $ 2,187,992 


Consolidated Statement of Earnings 
Year ended December 31, 1965 


(note 7) 
Value-of work performed ».2c.cs-c0t ase) Boe Onan oe ee $44,175,256 $26,330,319 
Direct, labour, materialand expenses: -.450 5555 oe ee 39,438,847 22,735,699 


4,736,409 3,594,620 
Indirect expenses and overhead (including depreciation of $518,730 in 1965 


and $416,642 in 1964) 5.4059 ow de face cee ee er ce reine tere 3,290,465 2,908,537 
Grosse \lARcinase fee ee eee 1,445,944 686,083 
General and administrative expenses excluding the 
ANGErIMETItONCGULEMISes | see ae oe ee eee $622,772 348,795 
Exécutiversalaries.-ti- seae  ee  ee 144,592 122,970 
Directors’ fees. ced. Sek A ee eee 9,050 9,650 
Legal fe@S3.49.5.4. 2nd tel oe es eo Oe eee 27,682 34,543 
Interest) on bDank-loan see eee 240,192 235,817 
Initerest.on ‘longterm debts. anne eee eee ee 68,300 72,148 
1,112,588 823,923 
Consolidated earnings (loss) from operations............. 338,356 (137,840) 
Claims received in excess of amount set up in the accounts less 
eostol-arbitration-and meézocialloliam sees en eee 85,465 (66,358) 
Excess of pension fund over actuarial requirements (note 3).... 302,240 — 
Protit om disposal tor tixed SSsets ast ee 61,778 32,061 
Prottom salerot myestments.. 9... ee eee = 17,396 
Prior year s adjustments to carnings 1 ene ee ee = (13,582) 


Consolidated net earnings (loss) for year (note 8)......... $ 782,839 $ (168,323) 


INSPIRATION LIMITED and its subsidiary companies 


Notes to the Consolidated Financial Statements 
December 31, 1965 


1. On April 30, 1965 the company acquired all of the outstanding shares of Douglas Bremner Contractors 
& Builders Limited. Accordingly, the consolidated balance sheet includes the accounts of that company 
and its subsidiary and the consolidated statement of earnings includes their operations for the eight 
months ended December 31, 1965. 


2. A subsidiary has been assessed and the company has paid $119,432 of income taxes and interest on a 
transaction relating to the 1961 taxation year. The assessment has been appealed and in the opinion 
of counsel, the company’s appeal is justified. 


3. An actuarial valuation of the company’s pension fund as at December 31, 1965, revealed a surplus of 
$322,000. ‘The company plans in future years to forego making its annual contributions to the fund 
until this surplus is absorbed. 


4, Fixed assets on hand at December 31, 1960 were valued on the basis of depreciation replacement values. 
At that time this value was in excess of their depreciated cost by $3,306,000. Disposal of fixed assets 
on hand at December 31, 1960 have been recorded at their depreciated replacement value resulting 
in the excess being reduced by $877,000 to $2,429,000 as at December 31, 1965. This latter amount is 
being written down only as the underlying assets are sold. Subsequent additions of fixed assets are 
carried at cost. 


5. On April 30, all of the outstanding capital stock of Douglas Bremner Contractors & Builders Limited 
was acquired in consideration of the aggregate price of $330,000 for which payment was made as follows: 
(a) $120,000 in cash at the closing date of the transaction; (b) the issue of 60,000 common shares of 
the company at a price of $2.00 per share; and (c) the balance of $90,000 to be paid in cash in five 
consecutive annual instalments of $18,000 each commencing on April 30, 1966. Contingent on the gross 
margin earned annually by “Bremner’’, these annual payments may be increased by an amount not 
to exceed $12,000 in any one year. 


6. An option has been granted to an executive officer of the company to purchase 50,000 shares, exercisable 
to the extent of 10,000 shares annually over a period of five years expiring July 1, 1970, at a price of 
$1.50 per share. A further 250,000 shares have been reserved for purposes of an executive stock option 
plan. 


7. The comparative figures for 1964 in the statement of earnings and of deficit have been amended to include 
an additional charge for depreciation of $12,702 and certain figures have been restated to conform with 
the current year’s presentation. 


8. There is no liability for income tax because of the application of prior years’ losses to the profits of the 
current year. 

9. Legal proceedings and actions in the total amount of $125,525 are pending against a subsidiary company. 
These claims are being contested under advice of counsel and while the ultimate liability, if any, cannot 
be determined, it will not be material. 


Auditors’ Report 


To the Shareholders, 
INSPIRATION LIMITED, 


We have examined the consolidated balance sheet of Insprration LimmtTep and its subsidiary companies as at December 31, 
1965 and the related consolidated statements of earnings and deficit for the year ended on that date. Our examination included 
a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 


necessary in the circumstances. 


In our opinion, the accompanying consolidated balance sheet and consolidated statements of earnings and deficit present 
fairly the financial position of the company and its subsidiaries as at December 31, 1965 and the results of their operations for 
the year ended on that date, in accordance with generally accepted accounting principles applied on a basis consistent with that 


of the preceding year. 
angle Marg Mule Ko 


Chartered Accountants. 
Montreal, March 25, 1966. 
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